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CHAPTER TI 
INTRODUCTION 


Management in large-scale undertakin.s has to be able to see the end 
results of its operation-—the forest in spite of the trees. Masses of 
detailed operations have to be reducec to intellizible form—to simple 
quantitative messurements that can be grasped. «.. Intelligent 
decisions on broad questions of management demand broad over-all facts 
which quantitative measurement alone can supply.+ 

One of the historic orizins for the public report by executive 

authorities in the United »tates is the Constitutional provision requiring 
the President "from time to time to give to the Congress information on the 
State of the Union". Reporting on performance in the Department of the 
Navy is public reporting. It is used to supply information not only for 
management purposes of the Secretary of the Navy, but also to provide current 
information to justify budget requests made to the Congress and to report 
to the Congress progress in the accomplishment of Department of the Navy 
programs. The Congress expect © the Department of the Navy to conduct its 
operations in the most effective, economical manner possible, Members of 
the Congress expect to receive reports on the operations of the Navy which 
they can understand and interpret. Therefore, the over-all operation of 


the Navy has been broken down into separate programs, each somewhat similar 


to a commercial enterprise. The problems encountered in the management of 





lioel Gordon, "Operating Statistics as a Tool of Management", 
Public Administration Review, Summer 1944. 
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these programs are somewhat similar to the problems encountered in the 
management of commercial enterprises. The civilian Secretariat of the 
Navy is composed of men who are well acquainted with business practices. 
Consequently, it is necessary to utilize a performance reporting system 
which will provide the type of control information these individuals can 
effectively employ in the management of the affairs of the United States 
Navy. 

Most writers have preferred to name the reporting systems employed 
by controllers "progress reporting". Since most of these systems are based 
on generating information useful in compering actual performance against 
planned performance, it is believed that a preferable term is "performance 
reporting", 

The management of botn commercial enterprises and public under= 
takings are interested in measuring performance, whether good or bad, 
rather than progress. Progress connotes satisfactory accomplishment, while 
performance connotes both satisfactory and unsatisfactory accomplishment. 
The purpose of reportinz systems is to provide informaticn with which to 
correct unsatisfactory accomplishment. 

Performance is relative and can be evaluated only in relation to 
past performance; verfcrmence of other activities carrying on comparable 
programs; or established goals. HReportin, systems proviue for couparisons 
of current performance against past and planned performance. Reporting 
systems establish reazcons for failure to achieve planned performance as 
a basis for administrative action. 


in order to evaluate the adequacy of the performance reporting 
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system employed in the Department of the Navy, it is first necessary that 
the function of performance reporting in the concept of controllership 
be fully understood. Chapter II sets forth the function of performance 
reporting in the concept of controllership. The Department of the Navy is 
— in a manner similar to the integrated commercial enterprise, with 
its parent company and operating divisions. At the Secretary of the Navy 
leyel of organization, the over-all, operations of the Navy are coordinated. 
The over=—all operations are broken down into intep¥ated programs, under 
the manayement control of the Bureaus and Offices of the Department of the 
Navy. These Bureaus and Offices in turn manage the ficl@ installations 
devoted to the accomplishment of their individual pro.rams. The field 
installations manage their own affairs in the accomplishment of their 
individual missions. Chanter III deals with performance revorting as 
employed by the Comptroller of the Navy at the Secretary of the Navy 
level of organization. The information needed at this levsl of organiza- 
tion is necessarily renerated at the field installation level. Consequently, 
the information supplied to the Comptroller of the Navy is collected by 
the program coordinators, the Bureaus and Offices. Char. er IV deals with 
the method of performance reporting employed by one of the Bureaus of the 
Department of the Navy, the Bureau of Supplies and Accounts. Chapter V 
evaluates the performance reporting system of the Department of the Navy 
against the criteria developed in Chapter ITI. 

The term "eontrollership" is generally preferred to the term 
"eomptrollership". Since the Department of the Navy designates individuals 
concerned with control information as "ecomptrollers", the two terms are 


used interchangeably. 
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GHAPTER Ii 
THE FUNCTION OF PERFORMANCE REPORTING IN CONTROLLERSHIP 


Business operations today are so extensive in scope and varied in 
nature that they cannot be supervised by any one individual or by any small 
group of individuals functionin.s as a directing unit. The continued growth 
of industry has developed the need for a manazement team to devote sreater 
attention to plannin; responsibilities, while delezgatins operating respon- 
sibilities to other supervisors, who can more easily resolve problems 
associated with operations. As particular corporations continue to expand 
te meet the increasing demands of a progressive industrialized economy, it 
is necessary that the manayement team keep itself currently informed 
concerning the progress of operations toward the fulfillment of the 
objectives of the enterprise. As particular corporations become larger in 
scope, the necessity for fine adjustments, with corresponding rapia vuperating 
responses, become more apparent. These fine.adjustments are necessary to 
keep the enterprise closely attuned to the economic realities of the inaustry 
of which it is a part, the pressures of the market, the social responsibility 
of making the best use of large capital investment, and to protect and 
assist the continued growth of the economy as a whele. 

In order to keep the enterprise on an "even keel", the management 
team has been expanded, in relatively recent history, to include the 


controller. The inclusion of the controller in the management team has 
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evolved in order to manage the individual enterprise more intelligently 
through the use of a continuous and organized flow of information concerning 
operations. The controller provides for top management continuous and 
organized information about the environment in which the enterprise functions, 
its operating plans, and the actual results of its operations. Such 
information provides management with the facts with which to make decisions 
necessary to adjust the operations of the enterprise in a progressive 
economy. The controller's responsibility begins with the reporting of the 
facts about actual operations and extends naturally to the assembling, 
summarizing, and reporting of operating plans in the form of a budget and 
to comparisons with the reported results of other companies and of industry 
in general.+ The establishment of policy and the planned coordination of 
all activities within the company to make these policies effective are the 
responsibilities of the manazement team, The records of the company provide 
a wealth of detailed information, from which pertinent facts are assembled 
in an orderly manner and communicated to manavement in the form of reports 
by the controller, to provide for management a factual background for the 
establishment or modification of policy and for the control of actual 
performance in line with established policy. 

The plan of the operations of the enterprise is usually set forth in 
the budget. The budget provides a mechanism for forecasting realizable 


results over & definite period, for planning and coordinating the various 


Inavid R. Anderson, “Controllership's Contribution to Executive 
Management", Controllership in Modern Management, ed. by Thornton F. 
Bradshaw and Charles C. Hull (Chicago: Richard D. Irwin, Inc., 1950) p. 51. 

“Mason Smith, “Internal Reports", Corporate Treasurer's and Control~ 
ler's Handbook, ed. by Lillian Doris (New York: Prentice-Hall, Inc., 

1950) p. 797. 
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operations and functions of the enterprise to achieve realizable results, 
and for so controllin: and limiting any variations from the approved plan 
of action that the desired results are realiged.? Allen H. Ottman states: 

To carry out the objectives of a budgew program, actual results 

must be measured against budyeted ficures, analyses must be made of 
the differences, and necessary correctives applied as the program 
zoes forward.* 

Therefore, a system of informative reporting is essential if the 
budget program is to be of value to the manazement team. The budget division 
is staffed with the minimum personnel reguired to do those parts of the 
budget procedure that cannot be handled elsewhere in the organization. This 
insures that the budget work will be performed largely by personnel who will 
be accountable ultimately under the budset for the suecess or failure of 
their actions. The right of each supervisor to have a part in setting his 
own budget goals makes the budget a personal matter. The management team 
insures against loose budyeting procedures by utilization of the bud:ret 
review and approval procedure. The essentials of an effective reporting 
system must consider the following: (1) Namber of reports: (2) Timing; 

(3) Types; (4) Desicn and content; (5) Handling. The number of reports will 
be minimum when each executive is furnished with only those budget reports 
that concern the operation of the functions and activities for which he is 
directly responsible. Reports must be current, or the corrective action 
Which they indicate to be necessary cannot be taken in time to be effective. 
The essential information contained in each report is: 


1. Description o: items beiny reported. 





Pxllen H. Ottman, "Developing and Installing A Budget Progra", 
ibid. p. 99. 
4allen H. Ottman, “Adninistering a Budyet Prosram", ibid. p. 139. 
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2. Annual budget for the item being reported. 

3. Actual performance for the period. 

4. Budgeted performance for the period. 

5. Variation—actual from budget. 

6. Explanation of variation. 

The followinz budzet reports are utilized most widely by business 
enterprises: 

ie Sales budget report. 

Ze Cost of production budget report. 

3. Orders received, shipments, production, inventory, and 

balance~order budget report. 

4. Budzvet reports for various ex ,enses. 

5. Profit and loss budget report. 

6. Gain or loss in control report. 

7. Capital budget report. 

8 Cash budget report. 

The most useful of these reports is the “ain or Loss In Control 
Report, which shows a comparison of actual period and year-to-date expense 
yeriations from budget with allowable expense variations from the budget, 
and points up the areas and elements of exvense that call for better control 
by management. 1t indicates needed reduction or increase in various 
primary and secondary expense accounts to keep operations in line with 
actual sales performance. The budget director analyzes all significant 
variances between actual and bud;eted performance and prepares a written 
statement of the reasons for each such variance to accompany each budget 
report at the time it is issued. Normally, once each period the president 


and his functional vice presidents meet with the budget director to review 
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the over~all performance of the enterprise. Periodically the budcet director 
meets with each functional vice president and his department heads, and 
with each plant manager and his supervisors, to review the performance of 
the divisions, plants, and plant departments. The reports discussed in 
these meetin 's are based on the principle of exesption, In applying this 
principle, Frederick W. Taylor explained: 

The manazer should receive only condensed, summarized, and invariably 
comparative reports, coverings, however, al11 of the elements enterinz 
inte the management, and even these summaries should be carefully gone 
over by an assistant before they reach the manager, and have all the 
exceptions to the past averavzes or to the standards pointed out, both 
the especially good and the especially bad exceptions. - 

A sood report may be defined as the communication in usable form to 

a responsible party of timely factual data for a specific — 
reports, manavement is lackin,; factual data and must then rely solely upon 
memory and instinct. The success with which the controller's reporting 
efforts are met depends upon (1) his appreciation of the fundamental 
principles of reporting, and (2) his ability to understand the intricacies 
end the individuality of the enterprise, the nature of the business, the 
pattern of responsibilities within the management group, and even the 
idiosyncrasies of management personnel in applying these principles. 

The answers to the followin; questions contain the essentials of 

reporting for purposes of control of the modern enterprise: 

1. What facts are material? 

2. How are the facts best presented? 

3. When are the facts required? 


4. What must the report accomplish? 


> wrederick W. Taylor, The Principles of Scientific Management, (Harper 
& Brothers, Copyright 1947) p. 7. 
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5. Who is the audience for the report? 

These guestions hizhlitht some very important elements in effect- 
ive reporting. If the report fails to establish communication with the 
recepient end help him to take the necessary action, it is nothin: but 
paper resdy for the serap heap. Therefore, a report must provide inform 
ation for a specific purpose. It must reflect the actions of those factors 
throuzh which menagement exercises control of operations. The report must 
present a clear and understandable statement of the pertinent facts. It 
must be simplified by the elimination of 211 unnecessary detail. The use 
of summaries and supplementary schedules te replace the one detailed report 
is one of the quickest and e:siest ways tomecomplish report simplification. 
The ideal report. shows the fewest pussible figures and presents the pertin- 
ent facts clearly. The report must encouraze decision by en. senderin. 
confidence in presenting facts which are accurate. The design and 
arrancement of the report must focus attention on the items, relationships, 
trends, and exceptions that should have the consideration cf the executives 
it mist call attention to those facts or factors that require special 
Notices, The report must show factual dats on accomplishments or lack of 
success by comparing actual results with planned accomplishment. it should 
contain comparison or measurement data in order to reveal provress or trends 
sufficiently to guide executives in their decisions, 

If it 1s to be effective, the report must be timely. It decreases 
in effectiveness in direct proportion to the time taken in preparation. 
Among the many devices that have been used to expedite the preparation and 


issuance of reports are: (1)Plenniny the methods of recording basic data, 
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and the chart of accounts, to fit the report requirewents; (2) Preprepara- 
tion of report forms; (3) Presentation of preliminary reports from control 
accounts; (4) Presentation of reports as they are prepared; (5) Use of 
mechanical equipment for reproducticn. The use of mechnical anda electronic 
equipment is currently receivin: a sreat deal of attenticn in industry 
in order to achieve greater facility with the resolution of masses of 
information into intelli,ible, manageable facts. 

The act of commmication consists cf two parts: (1) Presentation of 
the facts; (2) Acesptance and understandin; of the facts. The report must 
be stated in term: understandable to the recepient, preferably in units 
throu h which direct control over the activity is exercised. The report 
must be able to stand by itself, teil its own story clearly and accurately, 
and relate facts to the respensibility for the accomplishment of objectives. 
The characteristics of a good report include: (1) Clarity; (2) tntegrity; 
(3) Utility.© A sound reporting system should incorsorate the following 
factors: 

lL. Unity of the reporting system. 

2. Standardization. 

3@ Phen lidy. 

4. ttelation of basic records to — 

5. Gontrol of reports and report forug, 

6. Affect of the general economy ani the growth trend of the 


enterprise upon the reporting system. / 


¥ 





6 

“R. H. Robnett, T. M. Hill, and J. A. Beckett, Accountin:, A_ 
Management Approach, (Chicago: Richard D. Irwin, Inc., 1951) p. 205. 

Mason Smith, ODe Chile 5 De 197. 
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David R. Anderson classifies reperts in the following manner: 


Operating Reports 
Control Reports=—used for direct control of operations. 


Current Control Reports—-to spot deviations from planned perform 
ence as they occur so that prompt action may be taken ... . 
Suanary Reports-—-—to summarize deviations from planned perform 
ance over a period of time ... as a check on current control 
reports and as an indication of the over-all effectiveness of 
the performance we. - 
Information Reports——used for pianning and policy determination. 
Classification by Method of Approach: 
trend Reports—-based on vertical comparisons of the results 
of the same activity ... over a period of months or years. 
Anelyticeal Reports--based on horizontal or cross-section 
comparisons of the results during a given period of different 
activities or of similar activities in different locations, 
or on comparisons of actual results with ... objective. 
Classification by Area of Activity Covered: 
Individual-Activity Reports—-limited to activities under 
the direction of a sinszle responsible executive. 
Joint-Activity Reports-—-showing the combined results of 
nctivities which are related bub which do not hesd up to 
& sinzle executive. 


Financial Reports 
Static Reports—-Linited to an analysis of finoneial strength and 


structure as of a given date. 

Dynemic Reports 
Financial Control Reports--measurinz actual financial condition 
avainst planned (budgeted) condition. 
Measurement of Effectiveness of the Use of Funds-——based on the 
relationships between the investments in various classes of 
assets and the use made of them. 
Reports of Chencses in Sinancial Condition—suumariging and . 
analyzing changes in financial condition during a given period,°® 


Many controllers solve the problem of conveying informaticn—~informa- 
tion for spot control and review of operating performances for planning and 
policy making; about the financial condition, sources and uses of funds 
employed<=to responsible executives by developing a balanced structure of 
basic statements coverin; the various activities of the enterprise, shifting 


the emphasis in comment and interpretation as required, and by supplementing 











Spavid R. Anderson, op. cits, p. 53. 
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the regular basic reports with special reports on important current problems, 
Internal operating reports, which provide tabulations and summaries of 
figure information, and external factors require analysis and interpretation 
to be used effectively by the management team. 

Analyses and interpretations are made to discover and define problems 
as well as to find solutions to known problems. Frank Wallace lists three 
basic steps in the anslysis of business problems: 

1. Break dow the facts (or figures) into parts (or classifications) 

so that one can 

2. Compare tie parts to the whole, to each other, ana to signe 

nifieant outside factors, and thus determine their relationships, This 
permits one to 

3. Determine *hse reasons for relationshins, thne making possible 

the understanding of the essential nature of the situation and possibly 
the findin-s of solutions to the problems involved in the situation.9 

The first two steps, classifying and comparinz, involve the arrange- 
ment of figures so that penetratin. questicns sre suzsested; the third step 
involves the answers to these questions--determining the reasons for the 
relationships. The slternative methods of vresentaticn of the results of 
analysis and interpretation are: (1) The written renort; (2) The oral 
presentation; (3) The combination of the written snd the orel presentation. 
The choice of the methed to be employed depends on the nature and complexity 
of the material to be presented, the interest of the executive concerned, 
and the acticn desired. The written report may be concise, presentinz a 
general picture of the analysis, conclusions, and recommendations, or may 


fully docunent all details and diseuss fully all conclusions and recommend- 


ations. The short sweepiny repcrt encourazes the executive to read it, and 


a, ae ey 
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Pfrank Wallace, "Analysis and Interpretation of Business Results", 
Corporate Treasurer's and Controller's Handbook, ed. by Lillian Doris 
(New York: Prentice-Hall, iInc., 1950) p. 542. 
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can contain the details in a supplement. The oral presentaticn pormits more 
flexibility in that the individual presenting the report does not iose the 


initiative and has an opport nity to elaborste on items not fully understood. 


& . 


The oral oresentation facilitates a meeting of the minds of the analyst and 
the executive. The use of visusl material and 4 written summary allows the 
audience to hoid the presentation Longer in meitory. 

The parpose of this chepter is to hidulijht the need for adequate 


3 
i 


performance reporting in modern business: enterprises and to cresent the 


principles of such reporting. The need for adequate nerformence reporting 

is not likely to diminish in the near future, rather it is likaly to increase 
as business enterprises beco.e more comjlex with the growth of the modern 
economy. The relatively recent developsent of mechanical and electronic 

aids has resulted in tremendous strides in better management of fizure 

is a staif 


information. Jt is izportant to note that performance reportin, 


Service, useful directly in operations. The controller is in no position 


to dictate operational policy. Ne ean only present the facts as they exist 


a 


in order to assist those indiviuuals with operating responsibility in 


Geterminin; a sound plan of operation, and in formulsatin.: effective policies 


which will achieve the objectives of the enterprise. 
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CHAPTER III 
PERFORMANCE REPORTING IN THe OFFICE OF THE COMPTROLLER OF THE NAVY 


The Comptroller of the Navy is organigzationally placed in the 
Executive Office of the Secretary and functions as a staff member of the 
Secretary of the Navy. The missicn of the Comptroller is to advise and 
assist the Secretary of the Navy in developing and maintaining efficiency 
and econony throuzh budgetary and fiscal procedures.+ Subject to the 
authority of the Secretary, he is directly responsible for budgetin-, 
accounting, prozress and statistical reportinz, internal audit, and for the 
administrative organization structure and managerial procedures relatin: to 
such responsibilities within the Department of the Navy. In discharzginy 
— responsibilities, he is responsible that the following is accomplished: 


(1) Budget administration, including a continuins review of the 
execution of approved budget plans and programs, the allocation and 
apportionment of appropriations, and the allocation of overeall personnel 
eeilinys complementary thereto, 

(c) Basic fiscal policy, ineluding the development of systems of 
accounting and financial reporting. 

(z) The development of policy and veneral systems of statistical 
and progress reporting with respect to fiscal and budgetary matters. 
The receipt and review of requests from the Department of Defense and 
other Government agencies for statistical data and the monitoring of 
completion and consolidaticn of these reports, when necessary. 

{h) Reports control policy and the general imolementation thereof 
with respect to matters under the cognizance of the Comptroller. 

(i) Administrative organization structure and managerial pro- 
cedures relatin: to budgeting, accounting, progress and statistical 
reporting, and internal auditing within the Department of the Navy. 





SECNAV letter dated 1 Jume 1950. Subdject: Comptroller of the Navy-—— 
Establishment of Office and Assignment of Nesponsibilities. This letter is 
considered the charter of the Comptroller of the Navy. 
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VI. Assistant Comptroller, Director of Budget and Reports. 
The Assistant Comptroller, Director of Budget and Reports will: 


(a) Be responsible for the organization and administration of 
matters relating to budget, reports and statistics. 

(d) Supervise and direct the preparaticn, analysis, and coordin- 
ation and review of the budget estimates of the Department of the Navy 
and the presentation of the budget to the Bureau of the Budget and to 
the Gongress. 

(zg) Supervise the preparation and submission of reports to the 
Secretary of Defense, Bureau of the Budget, and the Treasury Department, 
eoverin; ths apportionment and the status of appropriations. 

(4) Continuously review rate of obligation and expenditure of 
appropriated funds and develop budget control as an effective instrument 
of management. 

(k) Plan and prepare statistical analyses to provide budgetary and 
fiscal information required for management control and determination of 
broad administrative policy. 

(1) Receive and review requests from outside agencies for statistical 
data. Answer requests from published data when available; or channel 
requests to the proper Bureau, Board, or Office, monitor the completion 
of these assignments and consolidate reports when necessary. 

(m) Maintain liaison with statistical offices of the Department of 
Defense and other Government agencies and represent the Navy on commit- 
tees and in conferences dealiny with statistical policies and method- 
ology. | 

(o) Determine the budget and fiscal reports and forms control 
policy for the Department of the Navy. Review reporting methods, pro~ 
cedures and requirements for budgetary and fiscal statistical reports, 
and insure that full coordination precedes the establishment of new 
reports. 

(p) Coordinate the development of standards of presentation, class— 
ification and definition to obtain uniformity of Navy reports. Provide 
statistical data and sraphics for the Secretary's office. 


VII. Assistant Comptroller, Accounting, Audit and Finance. 
(f} Develop and prepare for publication recurring summary reports of 


a fiscal, cost,operating and capital property accounting nature and 
compile special reports on these matters as required.© 


The Seeretary of the Navy issued an instruction in November 1953 con- 
cerning the function of the comptroller in organizations other than his own 


office. Parts of that letter are quoted: 


II, Functions of Comptrollership. | 
A. Basic Functions. The basic functions of comptrollership should be 


performed by or for every bureau, office, and field acvsvity, re°ardless 
of whethsr or not a formal comptroller organization is established. 
These functions are as follows: 








“Ibid. 
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le Integrated Syste: for Financial Menazoment. Ustablishes, co- 


ordinates, and maintains an integrated system of staff service that will 
provide to the commanding officer the factual data essential for effect~ 
ive management control of operations. Provides technical «uidance and 
direction in finsnciel matters throughout the organization, as a staff 
service to the commandin. officer. This inteyrated system will provide 
for a classification of programs administered and their objectives; for 
an inventory of budvet plans and orogram sehedules that should be kept 
current; for preeessses of budget formulation, review, and execution; 

for the collection of oeblivation, expenditure, cost, and other account-- 
ing and cperatiny statistics dstag and for a review of procram perform 
ance and of the pattern of resources utilization. Promotes economy and 
efficiency in the performance of assigned programs, 

2. Budgetins. Provides guidance and instructions for preparation 
of the budget; reviews resources requirements ani justifications for 
the various programs and erepares estinates of the cost thereof; compiles 
the annusl budget; in connection with the budget process, recommends 
&@llocation of funds and civilian personnel to provrams within the 
command, and revisions thereof as required; analyzes variances from the 
mudget plan and recommends remedial setion where appropriate; determines 
areas where desirable financial reprogramuin:s may be effected; 
initiates acticn to adjust financisi plans to available funds and, when 
required, submits requests for additicnal funds with justifications, 

4. Frogpan Analysis. Measures and analyzes performances, provram 
status and trends against the approved programs ani budget plans and 
sehedules, and reports the results of operations to responsible levels 
of command, The system describsd in 1. above provides for the collect~- 
ion of data that will permit this kind of eaporaisal and detecticn of 
variances from the operating and budget plan so that menagement can 
take the appropriate action. Thies function of comptrollership is con-= 
sidered an extremely important steff services to the commaniine officer, 
who has the responsibility for decisions. Analyses ami comparis.ns 
Should be timely anid presented with rec.zwmzendations for action or 
decision so thet funds may be used effectively and economically. 

5. Progress Neports and statistics. Develops guides and criteria 
for the collection anc coordination of statistical data and prevares 
Special statistics as required by the responsible levels of comnaand. 
oerves as coordinator and official clearance ecsnter for the release of 
statistical data, ach organisations] component will have distinctive 
requirements for periodic progress reoorts and for special statistical 
data on the programs it administers. statistical resorts should be 
rendered in time and in a manner that will insure optimum use by 
management. 


VY. Elaboration of Duties. 
B. Bureaus, “eaiguarters and Cffice Level. 
3. Frogress Reports and Statistics. The progress reporta and 
statistics funetion ccnsists of the following duties: 
a. Davelops and/or ccoriinates within the burem: reporting 
systems from which data are derived as a besis for quantitative an:lysis 
of performance ayeainst approved programs, bud jet plans, and sehedules. 
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anf 
Dd. Maintains records on budget plans and schedules, examines 
trends and program status, and reports variez:ces from plans to 
responsible levels of manazevent. 

e. Provides a central coordination point for all budsetary and 
fiseal statistical data released to higher authority. 

d.Develcps guides and criteria to assist field activities in 
obtaining statistics resorted to the bureau. 

@. Preperss recurrinz prozress reports for top management for 
all major programs as related to the financial plan, hishlivshtin: 
unusual situations. 

f. Performs special statistical analyses as required. 

Z Serves as liaison with Navy Comptroller on matters relating 
to prosram reports and statistics. 


The instruction also elaborates a similar list of duties for the 
progress reports and statistical section at the field activity level. The 
recommendations submitted by the Hoover Commission under "Recommanded Basic 
Premises and Technical teatures of a System of Financiel Meana.ement in the 
Department of Defense 1953" included: 


G. Reporting For Appropriated Funds. 

l. very allotment holder shall submit to the srantor a monthly 
report on the status of his allotments, with supportins schedules of 
commitments, obligations, accrued expenditures, (or expenses), as 
appropriate, in comparison with the latest approved, revised budzets. 
These reports also shall set forth similar comparison cof budget allow- 
ances and expenses for "unfunded costs". Such reports will also be a 
medium for furnishing revised quarterly budgets for tne remainder of 
the current fiscal year. 

2. Each operatin: agency, and military department as a whole, in 
turn, shall prepare summarized, consolidated reports of the budgeted and 
actual status cf appropriations, including commitments, oblirations, 
accrued expenditures, (or expenses), disbursements, and “unfunded costs", 
as appropriate, based uvon the allotment reports, the appropriation- 
apportionment accounts, appropriaticneallotment accounts, and summary 
accounts of cash receipts and disbursements. Such reports at the 
overall departmental level shall also include condensed, appropriate 
Similar data relative to revolving funds. 

3. The monthly and annual reports of each military department and 
Office of the Secretary of Defense shall be submitted to the Secretary 
of Defense, the Director of the Bureau of the Budget, snd the Secretary 
of the Treasury. Such reports will provide the basic data for the 
respective agencies to be included in consolidated financial reports for 


3SECNAV Instruction 5400.4 dated 18 November 1953. Subjects 
Establishment of Comptroller Organizations in Bureaus, Headquarters, Offices, 
and Field Activities of the Navy and Marine Corps. 
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the Federal Government as a whole. 

4. To the extent appropriate and helpful, reports at every level 
should contain statistical data of performance, work loads, etc., in 
comparison with costs, for vse in review and analysis of the reports. 
Reports at every level shall be the subject of review end anelysis by 
Comptroller personnel. Written commonts on an "exceptions" basis shall 
be prepared and included with the reports as an aid to operating officials 
at the apprepriate level in wndertakinzg corrective actions, when required. 
Likewise, written comments of appropriate operating officials shali be 
passed up to the next higher level in explonation of unsatisfactory 
situations, with indication of corrective action being token when 
appropriate. Such data shell incluce reports on viclations of law in 
incurring obligations.4 

The above quotations establish the placa of the comptroller in the 

Department of the Navy. ‘The Comptroller of the Nevy has established the 
policy that program reporting in the Navy will be conducted by the Bureaus 
and “ffices, who have responsibility for measuring efficiency. The 

Bureaus and Offices then submit reports to the Comptroller of the Navy, which 
provide the basic information and knowledge used by him in his reporting to 
the top management of the Navy. 

The composition of the top management team of the Department of the 

Navy determines the requirements for reporting of information. The Secretary 
and the Assistant Secretaries of the Navy are normally business men on leave 
from their respective industries. Consequently, as much as possible, the 
information submitted to them must be in the form in which they are best 

able to make use of it. very effort is made to present the information in 

@ manner similar to presentation made in commercial enterprises. While the 
profit and loss statement measures the efficiency of the individual enter- 
prise, the measure of efficiency in the Navy is the economical, effective 


Ne aR 


4Report of the Committee on Government Qperations, United States 
Senate, "Senate Action on Hoover Comaission Reports". (Washington, D. C.: 
United States Government Printing Office. 1953) p. 43. 
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42.9~ 
accomplishment of its mission. The mission must be stated in accurately 
developed plans. Accomplishment of the mission must be measured in terms 
of actual performance against planned performance. The reporting system 
functions to provide information regarding actual performance, 

The reporting system em.loyed by the Comptroller of the Navy mist 
provide information useful to business sien in a new environment. The basic 
functions served by reports to top management of the Navy are: (1) General 
background; (2) Provide a red flag in areas requiring management investiga~ 
tion; (3) Provide a basis for management decisions Management never makes 
decisions on the basis of reports alone, put muk@ tne investigations 
necessary to veach a decision conerning the preblem highli:7nted by the 
reports. The Comptroller's reporting system coordinates the programs of 
the individual Bureaus and Offices and the sagineieminl tin’ necessary for 
accomplishment of the Navy mission. 

The management problem of the Secretary can be appreciated when it 
is realized that the assets of the Navy total #68,500,000,000.00 at acquisition 
cost; that 950,000 military and 413,000 civilian personnel are employed by 
the Department of the Navy. In addition, the Department operates the 
several fleets and their supporting units, industrial activities, service 
activities, and the Military Sea Transportation Service. By comparison, the 
one hundred largest manufacturing enterprises in the United States possess a 
combined total of $70,000,000,900.00 in assets. 

The budget of the Navy is en expression of the annual Mobilization 
Readiness Plan. The budget sets forth the requirements of the Navy-—forces, 
supporting establishment, personnel, maintenance, and major programs. Fin- 
ancial and performance reporting paralleis as nearly as possible the command 


organization channels. The responsibilities for manazement are also 
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responsibilities for revorting, and each Bureau and Office budgets and 
accounts for the programs it manages. Rear Admiral =. A. Solomons, the 
Deputy Comotroller of the Navy, emphasizes that timeliness is most important 
in order that reports may be an aid for executive control.? 

the Navy Eudget is broken down into twenty~one Appropriations. 
Obligations are reporteid monthly avainst the apportionments of these appro~ 
priations. Charts presented to the top management of the Navy show what the 
appropriations will buy in the nature of steaming hours, overhaul starts, 
etc. . The budgeted plan is shown on these charts, and actual performance 
is plotted against the planned performance. apparent slippaszes require re=- 
programnuing. These cnarts are based on the monthly reports of each Bureau 
and Office to the Comptroller of the Navy cencerning cblisations, expenditures, 
and non~fiseal data for each program. The general ledvers, containins the 
primary control accounts cf the Navy,ere maintained by the Comptroller, 
while the subsidiary ledgers are maintained by the individual Buresus and 
Offices. The Progress Reports and Statistics Division of the Office of the 
Comptroller, the focal point for all reports, utilizes the information 
submitted by the Bureaus and Offices as its rew material. 

Reports are prescnted to top management orally, with visual aids, 
or in written form. The plan wnder which the prozram is operating; the 
actual accomplishments as compared with the plan; the arees in which actual 
accomplishments differ from the plan; and a suzgestion as to what top manage- 
ment can do in order to accomplish the plan are included. Graphic present 


ations are used to highlight deviations from pian, with more detailed 














oR, Adm. Ee A. Ssolunons, "Progress Reports to Top Management of the 
Navy Department", An Address delivzred to the Financial Management Round 
Table of the Society for the Advancement of Management, Washington, D. C., 
19 October 1954. 
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= 2 
background being presented in a narrative discussion. The Statistical 
Review, the title of which has recently been changed to Financial and 
Statistical Trends, reflects programs in the following areas of responsi- 
bility: 

1. Manpower—-covering civilian personnel, military personnel, and 
nospiteal patients. 

2. Material--coverins aircraft deliveries and acceptances, supply, 
and ordnance. 

3. Finance——covering obligations and expeniitures. 

4. Aeronautical matters--coverinys aircraft inventory. 

5. Chief of Naval Operations intsrests~—-covering naval ships, 
active and reserve. 

6. Facilities—-covering major installations. 

7. Marine Corps intsrestse~coverin: Marine Corps personnel. 

Retular statistical supplements covering management areas are 
presented on a quarterly basis. Problem area details are presented in 
narrative form by appropriate analysts. Special statistical reports are 
presented as required by the particular situation, 

Written reports vary from brief tables, snalyses, and graphs covering 
broad areas, to detailed documents with full descriptions and complete 
definitions. It has been found that, normally, top manazement will not 
read a detailed report. The detailed report does have histcrical value, 
however, and can be read at the convenience of top manazenent, and can be 
reread if necessary. The Comptroller utilizes a monthly summary card to 
record flash statistics for the convenience of top management. These 


3"x5" cards are used as flash reports of key monthly statistics to show 
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performance in broad areas where the olan or trend is zenerally known to the 
user. These cards are extremely useful for quick reference purposes in the 
daily contacts with external interests. 

Flash analyses of statistical highlichts provide a timely, brisf, 
graphic and narrative presentaticn of sisnificant cnanves in broai program 
areas, and suggest areas appropriate for further investigation. These high- 
lights have been found valuable in getting information to top management in 
time for action to be taken, especially if limited to sress where action is 
possible if required. 

The Analytical Neview provides a review of performance in program 
areas over @ Lonzer period of time than a month and compares performance 
against plans or trends. Chart 1, "Cumulative Monthly Apportionments and 
Obligations Under the Appropriation service~Wide Supply and Finance, Navy", 
is an example of the presentation made in the Analytical Review. It serves 
as a frame of reference for evaluatines plans as presented in budgets and 
as general information to keep top management informed on budgetary programs. 
The information presented is broad in coverage and is based on summarization 
of operating data. it is effective to the extent that it raises questicns; 
but is not intended to provide answers, even though it may suggest solutions. 

The verbal presentation, or briefing session, provides quick com 
municaticn of information to top management in those cases where speedy 
action is required, Only key facts are presented against background 
information already in possession of top manasement. 

Regular chart room sessions, with visual aids in the form of 
30"%x40" charts, present performance and trend information to top management 
covering all major programs. This type of presentation serves as an aid 


in rememberin’ the most aalient points of the report. special charts are 
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Department of the Navy 


CUMULATIVE MONTHLY APPORTIONMENTS AND OBLIGATIONS 





Appropriation _Service-~ 
Million Dollars 


300 


Cumulative 
Apportionments 


290 


100 





FY 1955 Foe 








wos SO N DOR ey er mM A M OS 
F. Y. 1954 
: ae Se SOL IS ee ne 
Cumulati Cumulati Outstandi raigeences 
umulative umulative utstanding nob] i ge 
HOG Apportionments Obligations Commitments : 345 ae 
OQ ee ee Oe 

F, Y. 1950 NA NA NA 

me £. 1951 42), 690, 302 NA NA 
s _ ae 4191, 602, 000 h90, 812, 621 NA 789, 379 

- i. W74,13h,1h2 459, U7, 53 A 659, 6 
F. Y. 1954 372, 4.92, 000 365,038: 5 4,767,757 Bs E22 980 
oad 102, 080, 000 325206,123 NA 69, 793,877 
ae 102, 000, 000 6h, 050, 670 NA 375949, 330 
A oe es 102, 000, 000 95,633,162 NA. 6,166, 638 
ctober 200, 000, 000 127, 1118, 070 NA 72,551,930 
November 200, 000, 000 aS SiO 2fal NA 42,29, 729 
December 197, 000, 000 187,962,615 fPusaly eis) 1,235,952 
January 287, 000, 000 21 7 Ueigel> 665135, 876 3, 726, 509 
February 287, 000, 000 2h, TL, 823 40, 013,650 25271, 527 
March 287,000,000 27h 5139 214 9,915 ,023 2,945,763 
— he 303, 638,276 66, 096, 090 25 765, 63h 

y 372,500,000 332,178,150 8,098,000 2 

June 372,492.000 365,038,026 ep IF 3 22h +900 
F. Y. 1954 (Plan) = 391 , 500, 000 0 0 
F. Y. 1955 (Est) | 337,000,000 337,000,000 0 O 
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introduced into the framework of the regular charts where necessary. Chart 
2, "F. Y. 1954 Expenditures"; Chart 3, "Naval Personnel Active Duty"; 
Chart 4, "Active Fleet “teaming Hours"; Chart 5, "Mejor Activities"; and 
Chart 6, "Cumuletive “onthly Apportionments and Cbligations, Total Depart- 
ment of the Navy" are examoles of the types of charts used by the Comotrole 
ler of the Navy in reporting to the top management of the Navy, 

The methods employed by the Comptroller of the Navy in reporting 
to all levels of manavement in the Department of the Navy are consistent 
with the practices utilized in commercial onterprises. The totality of the 
effort is much greater, however, in that each major prosram corresponds with 


the total effort of a commercial enterprise. 
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var OO CLL ene YU ORO 05050505050 
899 LK ate (Added dll 800 
ENLISTED, REGULAR 
300 300 
OT OTT 
1953 F.Y. 1954 1954 1955 
REGULAR AND RESERVE NAVAL PERSONNEL ON ACTIVE DUTY 
ACTUAL AND PLANNED FISCAL YEARS 1953-1955 
Enlisted 
Date a 
Ih 
30 June 1953 626.2 
eal. 1954, 
ile) Vly: Werener 44.6 625.4 
31 August .. [Hsp 625.6 
30 September 44.5 624.2 
31 October . 165 623.6 
30 November. bias 623.2 
31 December. 4h4.4 620.6 
31 January . THES | 620.1 
28 February. 44-1 619.1 
31 March ... 43.8 6555 
BO, Aorddin.:.., 434 612.1 
CHL VER ic er 42.9 606.0 — 
30 June(Pre) ADS 597.5 
Estimate 

30 June 1955 44.2 DOV.> 





1/ Excludes Officer Candidates. 
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a/ Includes 4,000 steaming hours for Experimental Vessels. 
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MAJOR ACTIVITIES 
ACTUAL £i3D PLANNED FISCAL YEARS 1953-1955 
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Budget Plan 
PUR OUNe 1954. 50). 


Budget Plan 
BU yJume 1955 ... 





Bach of the major activities listed meets the following criteria: 

1. It has a plant and equipment value in excess of $1 million. 

2. It employs, as part of its permanent complement, in excess of 
100 personnel (military or civilian or both). 
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Department of the Navy 


CUMULATIVE MONTHLY APPORTIONMENTS AND OBLIGATIONS 
Direct Accts. 


Appropriation __Total Department of the Na 
Billion Dollars 


Sotitments? 
Cumulative 


Oblig«tions 
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_ Standard Form 133 and F.Y. 1955 Budget Document. 





: 

: 
4 

i 





CHAPTER IV 


PERFORMANCES REPORTING IN THE BUREAU OF SUPPLIES AND ACCOUNTS 


In order to properly appreciate the specific role of the Bureau of 
Supplies and Accounts, it is first necessary to relate its functions to the 
over-all objectives of the United States Navy. The United States Navy 
operates as an integrated enterprise in which personnel, ships and aircraft 
are coordinated into @ cohesive fighting force. The organization of the 
Navy is divided into two large general organizations——the Fleets and the 
Shore Establishment. The mission of the Fleet Commands is to operate the 
ships and aircraft in an efficient and effective manner for accomplishnuent 
of objectives as set forth in the basic military policy of the nation. The 
mission of the Shore Establishuent is to provide the Fleet Commands with all 
of the personnel, materiel, and services necessary to maintain the ships and 
aircraft in a state of readiness which will accomplish the objectives of the 
national military policy. These requirements result in demands on every 
industry anc on agriculture in the national economy. Im order to manage the 
effective placing of these demands on the economy, the over-all responsibility 
for providin., these services has been divided aimony the several Bureaus and 
Offices of the Department of the Navy on a specialization basis. Each 
Bureau and Office has responsibility for a program which, when coordinated 
with the programs of other Bureaus and Offices, contributes to the over~all 


program of the Department. The over~all Navy provram is set forth in the 


491. 
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«32. 
Navy Basic Mobilization Plan. The program administered by the Bureau of 
Supplies and Accounts is the Navy Supply Systen. 

In order to accomplish its mission, the Department of the Navy 
prepares the Navy Budget for submission to and approval by the Congress. 
When approved, the Navy Budget becomes the plan for the operation of the 
Navy during the fiscal year for which it is approved. The Navy Budget is 
comprised of the budzets prepared by the Several Bureaus and Offices. When 
approved, each Bureau and Office has the responsibility for executing its 
budget. The Bureau of Supplies and Accounts views its budvet as: 

An operating plan expressed in terms of financial requirements; 

The budget function is an integrated cycle of formulation, justifica- 
tion, and execution, ali contributing to the accomplishment of the 
operating plan; 

The best method of executing the budget requires, first, an opera 
tional review to assure that each field installation plan is in conson- 
ance with the approved master plan, and, second, a financial review to 
assure that planned operations have been costed on the most efficient 
basis feasible; 

Suceessful accomplishment of the budget execution phase requires 
integrated reporting systems at the disposal of qualified management 
organizations; 

Improved efficiency, which is a prime objective of budget execution, 
can best be obtained by stimulatin: individual initiative through de- 
centralized authority and responsibility. 

The Bureau views the budget as it is viewed in commercial enterprise, 
as "an operating plan expressed in terms of financial requirements", 
Primary emphasis is placed on the operetion being funded, and not on the 
dollars ineluded in the support. In the execution of its budget, the 
Bureau coordinates operating plans for each of seventy—five installations 


under its financial control, involving an annual cost of $300,000,000.00. 


These installation plans contract and expand with the movement of the fleets, 


1k. C. Moot, "Budyet Exeeution--BusandA", an address delivered to the 
Management Accounting Seminar, Bureau of Supplies and Accounts, Washin,ton, 
D. C. 
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since they are designed to support the fleets. The fleets are mobile, and 
supply demands cannot be predicted accurately in terms of location. However, 
total demand can be computed, regional demand can be resaonably projected, 
and specific installation demand can be made available on relatively short 
notice. The Bureau formulates its budget to fund these plans in the most 
effective, economics] manner feasible. an attempt is made in budget 
executicn to obtain a better level of efficiency than planned. The Bureau 
reviews each of the seventy-five individual plans to assure itself that the 
over—all plan is efficiently funded, and to assure that legal limitations, 
both as to fund availability and propriety of expenditure, are not exceeded. 

Review procedures commence with the master onerating plan. Chart 7, 
"Supply Distribution Programming", is a breakdown of a large segment of the 
over-all operating plan of the Bureau. The chart shows, on the left, the 
functional listing of supply type functions, and shows, on the right, the 
amb or measure for each function. -The wit of measure is the means of 
quantitatively measuring the workload in each function. In the formulation 
of the Bureau's budget estimate, the operating plan for the Supply Distribu- 
tion System indicates how many measurement tons of material is expected to 
be received and issued, how many units are to be packed, and how meny line 
items of demand are to be received in the issue control function. This is 
the framework by which the over~all operating plan is formulated and approved; 
and is the framework by which the plan is executed. The budget contains 
control totals for each function in terms of approved planned workload. 
Bach field installation submits its operating plan on the same basis. Chart 
8, "NavSandA Form 678, Allotment Request and Justification", is used by each 
field installation for requesting funds from the Bureau. The functions 


Listed in Chart 7 are listed in colum 1. Sach function is cross-referenced 
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to the wrk measurement function in column 2, which in turn is cross- 
referenced to the expenditure account number in column 3. Colwm 9 lists 
the planned workload for each function. The Bureau is thus constantly 
informed concerning the current estimate of work to be performed by each 
field installation engazed in the specific function. 

The Bureau evaluates the workload estimate of each field installation 
in order to predict supply demand for the over-all Supply Distribution 
System, and to provige Iaterial for use in Navy operations when required, 
where required, and in the required quantity. Predicting workload is a 
problem of predicting material consunption and issue. ach broad category 
of material, such as food, fuel, ships parts, etec., is predicted separately 
by relating and correlating the use of _" material category to the operat~ 
ing element of the Navy which uses this type of material. Chart 9, "Subsis- 
tence—liilitary Strength vs Valus of Subsistence “terial Issued", relates 
the issue of food to the military strength of the Navy and shows the close 
éerrélation between these two factors. Hach fisid installation performs the 
game type of evaluation for its workload. 4n addition, each field installa- 
tion conducts a market analysis of its customer pattern--to whom material is 
issued and in what quantities and categories. The Bureau uses these 
market studies to determine how well the system is working and as a basis 
for developing improved distribution patterns. In addition to these product— 
ive functions, there are some internal functions, such as preservation and 
inaintenance, which must be determined by factors within the field installa- 
tion. <A mutual review by the Bureau and the field installation determines 
the level of work in these functions, 

The Bureau accomplishes the first part of budvet execution, opera- 


tional review, when it completes evaluation of workload, All field 
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Chart 9 





installation operatins olans are reviewed separately by function and 
consolidated and reviewed against the master cperating plan. The second 
part of budget execution is financial review to assure that the workload is 
performed in the most efficient manner feasible. 

The Bureau isolates and controls the large cost eleients in its 
financial adninistration. it is believed that if the important areas of ccst 
are properly administered, the entire ernterorice can be exvected to be 
efficient. The primary cost at field installations is the cost of labor, 
salary costs amounting to approximately eighty per cent of total costs. Et 
is apparent that the manner in which the lapor element is administered is of 
vital importance in the effort to become increasing” y efficient. The work- 
losd estimate for exch fmetion recorded in Chart © is the key factor in 
determinin, the cost of labor. Yor each function in which lebor is an 
element, it. ls determined how much work one person can accomplish and then 
how many people are necessary to accomplish the total planned work. The 
amount of work one person can accompiish in a stated period of time is 
known as & production rate. for example, if one man can receive or issue 
two tons of material in one hour in the storage funetion, the hourly 
storage production rate is two tons. Among the factors which enter into the 
determination of a production rate for a specific function at a specific 
field installation are: (1) The best sustained performance; (2) How well 
does this perfornance compare with like field installations doing comoar— 
able work; (3) Changes in methods or preeedures which affect the production 
rate. The production rate converts workload into productive labor. The 
total productive labor requirement, which is determined by dividing total 
workload by the production rate, is the total number of hours that must be 


productively worked to accomplish the planned work. To convert this 
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requirement into people, it is necessary to divide the total hours by the 
number of working day hours in the pericd covered by the workload estimate. 
For exmple, if the estimated workload in tons is 49,600 for one quarter 
and the number of working hours in the quarter is 496, the equivalent of 
100 productive bodies is needed to accomplish the work ab a production rate 
of ons ton per hour. Non-productive time for sick and annual lesve and 
holidays is added to the requirements for productive labor to obtain the 
quarterly avereze employment, shown in colum 8 of NavSandA Form 676 (Chart 
8). Labor dollars, colum 11 of NavSandA Form 678, we ovale by wultiply- 
ing the averaze salary per function by the averave employment. The Bureau's 
policy is to set the employment level to mest the normal, continuous work- 
load. Peak work periods are mot through the use of overtime, which is 
isolated in colwm 10 of NavsandA Form 673 in order to keep it under eval- 
uation, 

The twenty per cent of cost which is not labor covers the cost of 
materials consumed in operation and the cost of services. Services costs 
are based on fixed local contract rates, Satisfactory material to Labor 
ratios have been developed through experience. The computations for 
materials and services are shown in columns 12 and 13 respectively of Navsanda 
Form 678, a 

Under the quarterly apportionment process as practiced by the Bureau 
of the Budget, funds sre authorized for oblivzation within a quarter and are 
limiting except for carryover purposes. Consequently, the Bureau of Supplies 
and Aeccunts funds its field installations on a quarterly basis. In order 
to avoid the disadvantages of quarteriy funding, the Bureau utilizes a funds 
Planning Letter based on an annual basis. Each field installation is 


required to estimate on an annual basis the funds required in the several 
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key funding elements, The production rate that appears feasible in each 

of the several quarters is projected for each function. These rates are 
established as targets for the individual field installations. Thus the 
field installation is furnished advance knowledre of the production rate for 
which the Bureau will provide funds. These estimates together with the 

the production rates are used as a guide for staffing needs. 

The Funds Planning Letter, developed in cooperation with each field 
activity, provides a functional estimate of workload and attainable preduct— 
ion for several quarters in sdvance. Each field installation submits its 
current estimate of workload quarterly on NavSandA Form 678 ( Chart $) with 
explanations of devietions from plan, These two elements permit the Bureau 
to forecast for twelve months its over-all operating plan and its financial 
requirements. 

The Burean employs the management tools of reportins systems to 
assist in resolving the problems inherent in forecasting workload, product~ 
ivity of labor, and costs of operation. in addition to an sceurate know. 
ledge of the immediate past, a ccntinuous flow of data concerning overations 
a each field installation is necessary. This flow of data reports locally 
and centrally what has been done, how much it cost to accomplish, snd why 
it was done. Chart 10, "The Integrated Budget Base", lists the required 
knowledge and the reporting systems utilized by the Bureau to provide the 
information both to itself and each field installation. These reports answer 
the following basic questions: 

1. What was done? 

2. How mich of what kind of work was accomplished? 

3. How much did it cost to accomnlish the work? 


4. How much was the dollar cost, in total and on a wit basis? 
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5. How much manpower did it take and what was the productivity of 
the manpower? 

6 Why was the work done? 

7. What element of Navy operations created the material demand and 
the supply workload? 

The reporting systems which answer these questions are: first, the 
financial reporting system, which shows function by function the dollar cost 
to operate and the compesition of the cost. Next, the work reporting system, 
which reports function by function the volume of werk accomplished in terms 
of selected units of measure. This system in conjumction with the financial 
reporting system provides the unit cost for each function at each field 
installation. Next, the material reporting system indicates how much of 
what kind of materiel is being issued to use at each activity in the Navy. 
Next, the manpower reporting system indicates how much of what kind of 
labor is used in each fimetion. In conjunction with the work reporting 
Syste, the manpower reporting system develops production rates by Punetion 
and by activity. Last, the cperations data reporting systeus provide know- 
leage as to details of Navy operations. ‘These data, which include ship 
everhaul, aircraft overhaul, mi.itary personnel, civilian industrial person— 
nel, correlate to total supply demand to present the pattern and level of 
distribution. | 

4n important feature about the cost, work and manpower reporting 
systems is the uniform scope of functional reporting. The expenditure 
aecount which defines functional areas in the cost system also controls the 
work description in the work reporting system. The manpower systamn is 
integrated with payroll accounting so that labor is identicel with that 


reoorted in the cost system. 
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Management tools for budget execution have been developed from 
these reporting systems. The Bureau has established a performance analysis 
book for eaco field installation which reflects monthly workload and man- 
power effort by fumection and charts manpower utilization trends. A unit 
cost book is also available for each installation which charts and reports 
costs by function on a monthly comparative basis. These books, along with 
market patterns und fleid inspection reports,assist in projecting workloads 
ang in the determination of future funding for individual field installations. 

Chart 11 shows the organization of the Comptroller of the Buresu of 
Supplies and Accounts. The Comptroller reports in a staff capacity to the 
Chief of the Bureau of Supplies and Accounts. While the Comptroller reports 
to the Chief of the Bureau, he works, in a real sense, for the Line opsrators 
of the Bureau. The Jureau operating procedures sare based on the fact that 
the benefits to be derived from a sound controllership concept must be 
expressed ir. operational improvements stemming from improved management by 
line operators. The Comptroller functions through the line operators and 
does not claim creait for economicsl or effective betterment in operations. 

The Statistics Division has four branches. The reports from the 
work reporting system and the manpower reporting system ars received in the 
Work Measurement Brench. ‘The Service Statistics Branch collects data on 
commercial operations which are directly comparable with Navy operations. 
The Management statistics erancn develops the best means of presenting hoth 
the consolidated data for the system and the individual data for each field 
installation. Distribution of these data follows three primary channels. 
The first channel is to the Assistant Chief for the specific operation and 
to the associated working level under the Assistant Chief, The second 


channel goes both to the Budget and Reports Division and the Internal 





> 

ti ot ow ee eed at re) 
We! ee tt E o~ ee ot 
~e ‘on 4 thee aw Lee a ie vee ‘nance as : 
' . ————— ahaules a es ed 
men am «Hem tase wh hat tik, ts TY ALE en a 
— we SO A FR CN NS 
ee ob Pecetiny al © a mt ~~ 
MTN ee a ied | OE veer © So 
by ene tee fe let OE Oe Gs a ~ 
« Ss item Ta ea ore? i ees < —ws 
ore ws ave ot! wT —_———ae. a tLe Vo ons oe “we 


























met el AN LEN me Fn DOO OE at ~ <0 a 


jens 2 oe —eee es eee ane eee 


oe .e—. see so a ya a 


in . ek Sa ae — ire e 
—™ pesmi en t & = otiina) 4) kane = 
at Om 6 bm ond of ie Ra i ase Sy 


eas woes ae ee! Gey) aed St’ ole rte —- 





wa ja? eC cae ef) Se _— = wr 





te oo —we Gain ® a ; 





dhl, tie, AM 4, CURR C(t Ce aU 4 ee 
aa” Gh Ta OE NE me mm oan hamhe 4 wit 
on Cm 1m eter ~@ an dures a i & = 
el 
ee el ds ~~ Lal ier ™ Ja ‘a ae 
ae ae fe Ges om males Level goer mA 


a ee 


NOTIONS 
SONAZ TvIoads 


etea NOILOIS 
ONIINNOOOY NOL LYI udouddy 


[Tay 





Tl€a NOILOIS 


ONILINNOOY Lsoo Tree 





Honvea | | tec HONVUE 
STUNITIONT ONY LOTTOd ONTINNOOOY LITOWNYH 





HONVYE 
UGMOdN Yl 


ral 
NOISIAIC 
TOWING “TYNRETLNY 


NOISIAIT 
SLUOL UY INV Le otne 





NOSIVIT Tre any 


SULOVNVA LO WLOdd 





SNOLLYUTdO JIOTNE 


AOIATY OY SISATYNY 








ao 


Ta 





hOLLOaS 


hOLIogSs 





YONVSNG 
10 UWTIOULA.09 





HONVYd 
Zo na 





NOLIOAS 


SZCITAUIS SOLISILYIS 





oa OLLO7S 


hollvyuagse 


hOILO7S 
SZNSINIOTL SOILSILYLS 








7c ett HONYER oF 


SCILSILYLS INTIGONIYK 


HONWud 


SOILSILVLS TWILL 


NOISTAIC 
SOTLSILVLS 





HOWes 
OGHTUNSYEH WeOM 


Ld 


ry 
{ 
amt 


Oh 





“p> : 
, 


7! SPegeeeiys i 






nifidiae 
Control Division. The third channel is to the Project Managers and Field 
Liaison. 

All financial accounting is centered in the Internal Control Div- 
geacn. @he Cost Accoumting Seeticn coll«ete total funetienal costs and 
esleulates unit costs. Coct and aprropriation date are furnished Curesu 
operating personnel, the Budset and Reports Division, and the Project 
Manevers. 

The Budget end Reports Division uses statistical anc financial data 
as @ besis for projectin; future recuirencnts. The Budset Eranch — 
the Fimis Flamning Letters and reviews the allctment requests. The Reports 
Brenen performs progrem analysis and performance reporting funetions. 

Project Manasers work very closely with the Assistant Chiefs for 


Operations. Jt is their responsibility to assure that the operating aspects 


of the operating pian sre civen full conmsideraticn in firanciel acministra- 


CQ 


Sfem, They give operating approval for tre Funds Planning Letters and the 


af @Dy | H 
recommended quarterly allotment grants. While final centrol of funds rests 


4 > 


with the Comptroller through direct delegation from tne Chief cf the Bureau, 
clearance of proposed action by Project “anagers ic an opereting safeuard 
wiich assures respcnsivonass to operating requirements. 

The above is a resume of the place of reporting systems in budget 
execution as performed by the Bureau of Supplies and Accounts. The Bureau, 
jointly with field installations, predicts future workload and attainable 
productivity by function, reviews functional ¢osting quarterly, and grants 
funds in accordance with the review. Sach field installation has an assign- 
ed operatin: mission. The Buresu grants funds to discharge the over~all 
mission without unnecessary restrictions, decentralizin,: authority and 


responsibility for funds administration to Commanding Ufficers. The Bureau 
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provides proper manavement tools and constructive criticism of administrative 
practices. 

it is to be noted that field installations request funds in language 
of the work measurement report--funding on the bosis of productivity. The 
Bureau in turn uses the same languaye in its budget requests to higher 
authority. The reporting system provides dollar control, workload (personnel) 
control, and productivity control. The Bureau possesses the only ehiposits 
picture of the Supply Distribution Program of the Navy. The data collected 
by the reporting system serves two purposes both up and down the line 
of responsibility: (1) To measure against plans (2) To justify allocation 
of funds. It provides information which is decision provoking—<in 
financial management and in operating management. The reporting system 
emphasizes local contribution. The information submitted in the reports 
is the same information that the Commanding Officer needs in the efficient 
management of his installation. These consolidated reports serve the report 
ing needs of the Assistant Chiefs for Operations and have eliminated a larze 
majority of the operating reports previously required. The basic concept in 
developing the performance reporting system above described is to maintain 
a balance between dollar and operating statistics and to establish an inter- 
relationship between these statistics for management purposes. The basic 
indicators at the Secretary of the Navy level are contained in the expendi- 
ture accounts. The performance reporting system employed in the Bureau of 
Supplies and Accounts provides the information needed for control through 
expenditure accounts a 

The bureau is continuously searching for improvements in its budget 


execution procedures; One of the problem areas is the necessity tor 


nredicting workload by individual field installations. Another problem 
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area is caused by the method of selecting quantitative units of measure 
in the work reportinz system. One unit of work measurement is selected 
wnich is indicative of the entire work being perfcrmed in the function. 
Thus, the reporting system is a work indicator system rather than a system 
which covers all work performed. A system is needed which will provide 
knowledge for qualitative control as well as quantitative control. In an 
attempt to solve this problem area, two industrial enzineerins concerns have 
been engaged to develop engineered standards for suvoly functions at two 
supply installations. These standards, tozether with a methed of predicting 
over—all workload, would provide a basis for the evolution of a qualitative 


control system. 
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CHAPTER V 


SUMMARY 


One of the purposes of this paper is to present the criteria of a 
good performance reporting system. Another purpose is to present the 
performance reportins system of the United States Navy. It is now necessary 
to compare these two purposes in order to evaluate the performance reporting 
systen of the Ne 

A system of control cannot be effective as an aid in the management 
of complex affairs unless an sdequate reporting system provides the inform~ 
ation with which management makes decisions. The reporting system not only 
provides decision provoking information, but aiso points out the problem 
areas in which management should focus its attention. Management does not 
have time for the consideration of minutia. The tine available to managenent 
must be spent with problems of major significance. An effective reoorting 
System assures that only such problems reach tne top level for considerstion. 
The reporting system employed in the Department of the Navy provides 
decision provokins information concerning problems of major significance 
to top management, and also provides infornation needed for fine adjustments 
by each level of responsibility. It is a system which not only provides 
dynamic control information, but also information required for dynamic 
forecasting. The measure of efficiency in the Navy is the achievement of 
the mission, which is deseribed in the plan. The plan must set up attainable 


targets tnrough the use of accurate forecasting. The achievement of these 
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fine 
targets is the measure of efficiency. The system incorporates analysis of 
problem areas as they arise so that management will be able to deal with 
those factors which cause deviation. In addition, it provides information 
which is currently useful in the pubiic relations responsibilities of all 
levels of Navy management. 

A control system contains three elements: First, the design of the 
system itself to insure that the information gathered is useful and adequate; 
second, the setting of standards to be used for measuring performance; and 
third, the analysis of variation between actual performance and standard. 
The control process is a device to record performance, to assist in making 
human judgments of what should be, and to aid in comparing what should be 
with what is.+ ‘The control system utilized by the Navy is designed to 
insure the gathering of useful and adequate information by its reporting 
system. The system sets standards of performance by carefully selected 
planning performed jointly by the control centers and the operating leveis. 
The system selects cost centers as control centers in order to provide 
adequate appropriation administration. The system utilizes the principle 
of exception in the analysis of variation between actual performance and 
planned performance. If performance varics widely from plan, investigation 
is undertaken; while attainment of planned performance is noted only for 
control purposes. The system records performance, assists management in 
its decisions, and aids management in comparing actual performance with 
planned performance. 

The effectiveness of a control system is in large measure determined 


lz, P. Learned, D. N. Ulrich, D. R. Booz, Executive Action, 


(Boston, Massachusetts: Division of Research, Graduate School of Business 
Administration, Harvard University, 1951) p. 122. 
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by the extent to which it has been incorporated into the daily routine of 
the personnel affected by it. The performance reporting system of the 
Bureau of Supplies and Accounts is based on the regular work messurement 
reports, which cover the efforts of all operating personnel. Thus, the 
system contains meaning for the people who work with and under it. The 
performance reporting system is desi:med to fill the needs of all levsis 
of management. “tatistics for the system are generated at the work place, 
collected and reported by the local management, utilized locally for 
management purposes, and utilized by hiczher authority in every level of 
administration. The information is collected only once wherever possible, 
and that part that needs to be used at each level of manacement is "skimme 
off" as it is needed. ivery effort is made to combine needed information 
in one report, so that numerous reports will not be required and report 
preparation time will be minimum. The system incorporates umity in that 
the same language is spoken at the local, Bureau, and Secretarial levels. 
Flexibility is incorporated by selecting units of measure which are 
applicable to basic operating functions. The relation of reports to 
basic records is a feature of the system Gesign, with control accounts 
being maintained at the Secretarial level and the subsidiary ledgers at the 
Bureau level. The control of report forms is maintained by prescribing 
and printing centrally the forms in which reports are made. The system 
is especially well designed to accomodate the pericdic growth and contraction 
of the Navy with ease. 

The system employs current control reports to soot deviations as 
they occur so that prompt action may be taken to correct the faults. 
Summary reports, incorporating both trend and analytical reports, are 


utilized for the regular reporting of operations. Both individual activity 
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and joint activity reports are utilized throughout the system. Performance 
reports and financial revorts are made part of the same reporting system, 

The system utilizes all methods of communication for all levels 
of management. The written report, the oral presentation, and the combin-~ 
ation of oral and written presentations are used extensively in both brief- 
ing and regular chart room sessions, The requirement that top executives 
have immediately at hand certain information is met by use of a 3x5" 
summary information card containing current information on each of the 
major prozrams. is enables each manager to have continuously et hand the 
information necessary to answer Congressional inquiries without trusting 
to memory for exact figures, 

it is concluded,therefore, that the reportin- system as established 
in the Department of the Wavy is adequate to provide effective management 
control of Navy operations. The system is based primarily on quantitative 
information. Each level of Navy manavement is currently attempting to find 
means of incorporating qualitative information into the reporting system. 

This discussion has been limited, to this point, to the reporting 
System employed in comptroller organizaticns of the Department of the 
Navy. The Secretary establisned the Yffice of Analysis and Review in the 
Executive Office of the Secretery of the Navy on 29 December 1952. This 
office is charged with making an adequate and thorouvh audit and review of 
requirements for materiel, facilities, and manpower, including monitoring 
the development of the systems and methods for comouting such requirements. 
ihe office conducts an independent and objective review of Naval operating 
and mobilization plans, excluding the stratzzic and tactical concept of 
such plans, upon which requirements for manpower, materiel, and facilities 
are premised, and of the transletion of such plans into specific requirements. 


This review is for the purpose of assuring the Secretery that there is a 


or \iond and ame bee © toe me & ley 


— 
et ee = wen 
ee ee ee heh Deel ee ; 
rT eS ee 























- ada (AI («a ee SS : " 

“a thet of 2 — ize & Oe! ——| ota oe ne te: 

- —7" Jt === <= eee ca 6 Ff eee . 
i "; — 1. ee Goce See @ Ql 


owe www me treme dee lei ¢ 
eo ee Cae 
RS eS Oe eee eee ~~ eee 
el —— a Cl 

—t le ee cet ge ame chee! me at 
—_a cee enloe, « ommmme of qu 5 eo 
Oe lee el a ee a 9 alll Nl ee mae 
ow ~ ompleely he ee -/ Se re a ae 
lll ie @ haem, am 0°) Geert 6 oie ee - 
a ar ghee 8A8) % eeey ee Qe) cite ce 

08 He ee OE Le ey a em 
“08 oe ee Se EE? 0 ee eee Qa ot 
me ae © “= * oe <0 te ete = 
~ oe ee OR emg be ccemgie cee gee “Ube bene et 
ee lee ee ee eee lomes oi bbe ww) 
ee ee ee 
ee ee ee 0 achat Oe OF 
Shhh i, ih amma. «iam i 
a | A Tw | NT ae eae yh 


‘oe —-—° Peers os: ee ee) ne Tm 0. 


a —> Ca ae) a 


ati Dan 
proper balance and correlation among Navy programs and that statements of 
requirements are valid and reasonable. The office has no command or operat— 
ing mission or responsibility. It is not engaged in Comotrollership 


functions, and dees not generate information whicn is control in nature. 
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